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REVIEW SYSTEMS FOR
THE NATIONAL
SCHOOL LUNCH
PROGRAM

EXECUTIVE SUMMARY

Federal Review is a Food and Nutrition Service (FNS)
administered oversight and technical assistance
system, designed to monitor compliance with
National School Lunch Program (NSLP) regulations,
that began in 1989. It is part of the Agency's
commitment to the integrity of program
administration to work on many fronts with States
and local programs to serve meals of high nutritional
value to eligible children.

Congress requested an assessment of the system in
the Fiscal Year 1992 Agriculture Appropriations Act.
This report examines: overall effectiveness,
cooperative efforts with State conducted reviews, the
impact of training programs for States and local
School Food Authorities (SFAs), and
recommendations to improve the system. The report
also provides as context a discussion of the evolution
of administrative oversight systems in the NSLP.

Federal Reviews augmented the existing system of
State reviews called the Assessment Improvement
and Monitoring System (AIMS). Over its four year
lifespan between 1989 and 1992, FRS identified the
principal sources and level of error in the NSLP and
enabled FNS to develop a number of procedures to
identify and focus review efforts in SFAs and schools
more likely to have accountability deficiencies.

While reviews of a representative sample of SFAs
indicated that most school districts operated
accountable programs, Federal reviews did identify a
significant number of school districts, many of them
large, with serious deficiencies. Because of Federal

| review, about $2.8 million in claims resulted in 1989.
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Reviews in subsequent years assessed claims of
over $2 million per year.

FNS also built on the knowledge obtained from
reviews to develop training and technical assistance
packages for local SFA personnel. USDA directed
training to SFA personnel, as well as school
administrators who must often approve and verify
student eligibility but who are not knowledgeable
of program requirements.

To develop a unified review system that would
replace Federal review and AIMS with a single
coordinated Federal-State system, as required in the
Child Nutrition and WIC Reauthorization Act of
1989 (P.L. 101-147), USDA published proposed
regulations and solicited public comment on the
Coordinated Review Effort (CRE), as it was
designated.

The proposed regulations of July, 1991 established
an implementation date of July, 1992, The
regulations built on State and Federal experience
with AIMS and Federal reviews to design a system
that would apply consistent standards for all
reviews nationwide and balance accountability
concerns with the need to provide technical
assistance through the review process.

In CRE, States continue to have the primary review
responsibility, as they currently do under AIMS.
FNS monitors States through the management
evaluation process, including conducting reviews of
local SFAs. Local program requirements do not
change under CRE.

Following Congressional directives, FNS developed
CRE through a very inclusive process. The final
rule and the procedures to implement the system
reflect not only the 4,000 public comments received
and Department changes on 70 percent of the
issues raised in the comments, but the combined
experiences of State and Federal review efforts to
date. FNS established a task force of State, federal
and local personnel to develop review materials
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and guidance. The resulting products were field
tested in preliminary and final form. Also, to
prepare for the transition to a single system,
beginning in 1990 FNS accompanied State
personnel on AIMS reviews.

The implementation schedule covers both initial
training and technical assistance in the first year.
FNS plans to train its Regional staff early in May
1992; later that month training of States will begin.
Training will continue throughout the summer to
enable reviews to start in the fall. FNS will provide
extensive on-site support to State agencies during
implementation of the system this fall.
Simultaneously, the agency remains receptive to
review implementation of the rule to determine if
the system needs any future adjustments. Over the
next year, the aim of the Department is to make the
transition smooth and to contribute to a strong and
stable partnership with both State and local
program administrators.

iii
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Introduction

Report language accompanying the Fiscal Year 1992
Agricultural Appropriations Act requires the
Department of Agriculture to conduct an assessment of
the Federal Review System (FRS) and report o
Congress no later than March 31, 1992. FRS is a Food
and Nutrition Service (FNS) administered oversight,
training and technical assistance system authorized by
Congress in 1989 in P.L. 100460 to monitor State and
local compliance with the National School Lunch
Program regulations.! The report language directed
the Department to:

. Assess the overll effectiveness of the system;

. Examine the cooperative efforts with State
conducted reviews;

. Examine the impact of training programs for
State and local food service authorities; and

o Provide any recommendations that FNS or the

States have that would improve the system.

This report presents the results of the assessment of
the Federal Review System (FRS), describes existing
State review procedures, and describes USDA actions
to implement the new Coordinated Review Effort
(CRE).

Federal review began after USDA audits and reviews
of the National School Lunch Program revealed serious
program deficiencies that State administered program
monitoring had failed to detect or correct.

Congress subsequently called for a unified review
system (CRE) in the Child Nutrition and WIC
Reauthorization Act of 1989 (P.L. 101-147) to replace
the State AIMS system and adjunct Federal reviews.
The Coordinated Review Effort described in this report
is a unified Federal-State technical assistance and
program monitoring system intended to combine the
most practical aspects of FNS administered Federal
reviews and the State administered Assessment,
Improvement and Monitoring System (AIMS). School
food authorities (SFAs) will continue to be subject to
the provisions of the Single Audit Act, which requires

1
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Organization of the Report

public institutions receiving Federal funds to have a
financial audit. Audits performed under these
provisions do not generally examine program
operations.

The AIMS systern continued during the time Federal
Reviews occurred, but upon implementation of CRE
on July 1, 1992, both FRS and AIMS will end.

Chapter 1 of this report provides an overview of the
National School Lunch Program (NSLP), a description
of Federal, State and local administrative requirements
and a brief summary of the evolution of program
monitoring and review functions from AIMS to
Coordinated Review.

Chapter 2 details the development of AIMS in more
depth. It also provides National level data on the
number of reviews conducted and claims assessed,
and analyzes the strengths and weaknesses of AIMS.

Chapter 3 describes the Federal Review System and
assesses its overal] effectiveness. It discusses the
cooperative efforts with State conducted reviews and
examines the impact of training programs for States
and local food service authorities.

Chapter 4 outlines the Coordinated Review Effort and
explains how the system took its current form,
Because Coordinated Review is 2 combination of the
AIMS and Federal Review systems and the product of
extensive public comment and negotiation, it reflects
the recommendations of FNS and States to improve
upon Federal review. Chapter 4 discusses what
considerations FNS undertook in arriving at the current

system.

Chapter 5 presents FNS' implementation and training
plan for the Coordinated Review Effort.

A detailed description of training and technical
assistance activities is contained in Appendix A.
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CHAPTER 1

Overview of the National
School Lunch Program and
Acocountability Systems

The Food and Nutrition Service (FNS), U.S.
Department of Agriculture (USDA), administers five
child nutrition programs, including the National School
Lunch Program (NSLP). The NSLP began in 1946 and
is the oldest and largest of the child nutrition
programs. Since 1946, annual Federal expenditures to
States have increased from less than $100 million to
over $4.1 billion in 1991, Children in 92,000 schools
and Residential Child Care Institutions (grades K-12)
have access to the Program. On an average day in
Fiscal Year 1992, nearly 25 million children eat a NSLP
lunch.

The National School Lunch Program operates as an
entitlement program available to all children enrolled
in participating schools. This means that all meals
served are supported by some Federal funding
depending on the family income of the child receiving
the meal. Total Federal spending on the program is
determined by the number of reimbursable meals
served.

To receive reimbursement, meals must meet 2 meal
pattern prescribed by USDA. The meal pattem is
designed to ensure that the nutrients of the lunch
provide one-third of the Recommended Dietary
Allowances to children over time.> The meal pattern
for lunch requires that a child be offered one serving
of meat or a meat alternate such as cheese, two
servings of vegetabies or fruits, one serving of bread or
a bread altemnate such as pasta, and milk. The school
districts that adminster the program, called school food
authorities (SFAs) may vary portions by grade level.

A basic cash and commodity subsidy is provided for

each meal served to a child regardless of the

household income (total of about 30 cents in 1992).

Meals served to children from households approved

for free or reduced price meals eamn additional cash
3
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Local Level Responsibilities

subsidies. Children receive free meals when their
household's income is 130 percent or less of Federally
established poverty guidelines; in 1992 the free income
limit is $17,420 for a family of four. There are also
reduced price meals for children when their
household’s income is between 130 and 185 percent
of poverty; the income limit in 1992 is $24,790 for a
family of four.

Total reimbursement for free and reduced price meals
in school year 1992 is $1.80 and $1.40 respectively.
Children eligible for free meals cannot be charged and
children eligible for reduced price meals can be
charged no more than 40 cents for lunch.

Households apply for free or reduced price meals by
completing an application provided by school districts.
In order to determine the child's eligibility status, the
application must contain the child's name, social
security number, household size, gross household
income by source, and signature of an adult member
of the household? Children from families receiving
Food Stamps or AFDC are categorically eligible for free
meals. An application from a family receiving food
stamps or AFDC need only contain the child’s name,
the household's food stamp or AFDC case number,
and the signature of an adult household member? In
school year 1986-87, 24 percent of applications were
approved on the basis of FSP participation *

In Fiscal Year 1991, about 33 percent of children in
NSLP schools were approved to receive free or
reduced price meals. In the same year, approximately
50 percent of School Lunch program meals were
served free or at a reduced price indicating that free
and reduced price approved children ate NSLP meals
more frequently than children who paid full price.

Each year, the school food authorities enter into an
agreement with the State agency that outlines the
requirements for program participation. Al the local
level, SFAs administer the programs in the schools
they supervise. Since reimbursement claims are based
on the actual number of free, reduced price and paid

4
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State Level Program
Administration

lunches served to eligible children and the Federal
government provides funds for each meal that is
served (o an eligible child, it is the school’s
responsibility to identify who is eligible for free or
reduced price benefits through the application or
direat certification process and count the meals eaten
each day by category (free, reduced price or paid).

Within the States, responsibility for the administration
of school nutrition programs usually rests with the
State Educational Agency. The State Agency provides
technical assistance to local School Food Authorities
(SFAs) at the school district level, and monitors SFA
performance.

FNS provides State Administrative Expenses (SAE) to
States equal to 1.5 percent of total Federal cash
program payments for the National School Lunch,
School Breakfast, Child and Adult Care Food and
Special Milk Programs in the second previous fiscal
year. SAE funds can be used for program
administration-—employee salaries, benefits, support
services and equipment— including conducting
program reviews. In 1992, States will receive about
$43 million in SAE funds for the School Lunch
Program, including $4 million specifically to conduct
AIMS reviews. Of the total SAE funding allocated for
1991, about 24 percent was either carried over for use
in 1992 or tumed back by States to FNS for
reallocation.

States have the primary responsibility for reviewing
SFAs and schools and for providing them with
technical assistance when necessary. States must
monitor the cash resources and non-profit status of
each SFA. State Agencies also must ensure that each
local district processes applications, counts meals
correctly, and serves food that meets the meal pattern
requirements. In addition, if the State discovers poor
management practices (e.g., poor meal quality), it
must provide assistance to the SFA to improve
services. The State review responsibility is important
because of the entitlement status of the child nutrition
programs. The Federal government relies on accurate

5
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Federal Level Program
Administration

Development of Review and
Monitoring Systems in the NSLP

AIMS

claims for reimbursement as a matter of program
integrity.

At the Federal level, FNS implements authorizing
legislation; establishes regulations, policies and
guidelines; monitors State and local program
performance; and provides meal reimbursement and
program administrative funds to the States. FNS enters
into an agreement with each State that outlines the
requirements for participation.

A formal review and monitoring system has been in
place since 1981. Prior to that, States were required to
review SFAs on a cydical basis but had the discretion
to establish review content and performance
indicators.

The need for an assessment and monitoring system
was demonstrated in a2 number of reviews and audits
conducted by the General Accounting Office and
USDA's Office of the Inspector General in the late
1970's. In response to these reviews and audits,
Congress, in both authorizing (P.L. 95-627) and
appropriations legislation (P.L. 95-448), directed USDA
to take steps in cooperation with States to improve
program administration *

In October 1979, FNS published a proposed rule to
create the Assessment, Improvement and Monitoring
System (AIMS). The objectives of AIMS were to:

. assess school lunch program management by
State Agencies;

e foster improvement in program management
by States;

. effectively monitor use of Federal funds; and

. protect the nutritional integrity of meals served
under the program.
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AccuClaim

After significant public comment, the final rule was
published in June 1983. The final rule required that
each SFA be reviewed once every four years and
specified standards that had to be met, but left it to
States to determine the specific procedures for
conducting reviews. The emphasis of AIMS was on
corrective action; the rule allowed States to take fiscal
action at their discretion.

Despite full-scale implementation of AIMS, USDA
audits continued to find serious deficiencies in some
States and SFAs. In 1987 the USDA Office of the
Inspector General (OIG) conducted audits of thirteen
SFAs, some at the specific request of States. In eleven
out of thirteen SFAs and in 70 percent of the
approximately 400 schools audited, OIG found
problems with the integrity of meal counts used to
support claims for NSLP reimbursement. Almost $2
million was recovered from the 13 audited school
districts. A 1989 OIG audit limited to 25 schools in the
New York City SFA resulted in claims of $488,000 from
17 schools.

Although FNS did not believe that the results of the
audits and administrative reviews were representative
of how most SFAs and States administered the NSLP, it
was not clear how widespread or serious the
problems were. At the time that the audits were
conducted, AIMS was nearly at the end of its second
4-year cycle. Each of the school districts examined in
the 1987 and 1989 OIG audits should have been
reviewed at least once and probably twice by their
State agencies in the course of ongoing AIMS
oversight. It was surprising to FNS that AIMS reviews
had not identified and addressed the severe problems
reported by the OIG.

In response to review and audit findings, the
Department published a proposed rule in October
1988 intended to improve the accuracy of meal
counting and claiming procedures by clarifying and
standardizing procedures and revising State and SFA
monitoring responsibilities. The package of changes
was given the name “AccuClaim.” The final rule

5
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Federal Review

Faced with documented, but
limited, evidence of very serious
problems and lacking any reliable
source of information 0 determine
bhow widespread these problems
might be, FNS requested funding for
Federal reviews of the National
School Lunch Program in the Fiscal
Year 1989 President’s Budget
Request.

became effective on July 1, 1989. It focused on
improving outcomes by providing specific and
common-sense procedures that would be applied
universally to detect and either prevent or correct
problems with meal counting and daiming.

In addition to a series of intemal controls by SFAs and
States to determine if meal claim submissions were
appropriate, the final rule required States to take fiscal
action on first AIMS reviews when they identified
errors. SFAs were required to take meal counts at the
point-of-service, i.e., that point in the lunch line when
it is clear that a reimbursable meal has been served.
Point of service counts ensure that the nutrition goals
of the program are served because the meal cannot be
claimed unless the meal meets the meal pattern.

Even while FNS was working to implement the
AccuClaim provisions considerable pressure was
building for direct Federal review of local SFAs. The
fact that Federal reviews and audits produced large
findings and dollar recoveries in a handful of instances
raised the question of why State AIMS efforts failed to
detect a number of very serious program deficiencies
in meal counting procedures. Moreover, there were
some concerns that these deficiencies could be
relatively common but remain undetected under AIMS.
Some parties projected the results of the Federal audits
to the entire program and suggested that hundreds of
millions of program dollars were being spent to
reimburse inadequate meals or meals served to
ineligible children. While the available evidence did
not support those national projections, FNS recognized
that there were legitimate challenges to the Agency’s
responsibility for accountable stewardship of Federal
dollars.

Faced with documented, but limited, evidence of very
serious problems and lacking any reliable source of
information to determine how widespread these
problems might be, FNS requested funding for Federal
reviews of the National School Lunch Program in the
Fiscal Year 1989 President’s Budget Request. Congress
responded by appropriating $5.2 million in the Fiscal

8
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Coordinated Review Effort

Year 1989 Agricultural Appropriations Act (P.L. 100-
460) to establish a pilot verification system of school
meal claiming procedures. Half the money was set

aside for reviews and half for training and technical

assistance to States and SFAs.

In an effort to determine how widespread the problem
might be, the language accompanying the
appropriation directed FNS to conduct reviews on a
statistically representative sample of SFAs and report
the results to Congress. A final report was sent to
Congress in February 1990, presenting the results of
the first year of reviews.

The pilot Federal review effort was in place a litle
more than a year when Congress passed additional
NSLP legislation. The Child Nutrition and WIC
Reauthorization Act of 1989 (P.L. 101-147) directed
the Secretary of Agriculture to establish a unified
accountability system after publishing reguiations and
soliciting public comment. The authorizing legislation
defined specific State and Federal functions:

State agencies were directed to:
ensure that local school food service authorities
(SFAs) comply with the provisions of the
National School Lunch and Child Nutrition
Acts;

ensure compliance through reasonable audits
and supervisory assistance reviews; and

minimize the imposition of additional duties on
SFAs;
FNS was required to:

assist State agencies in monitoring programs
conducted by SFAs; and



Review Systems for the National school Lunch Program

through management evaluations, review the
compliance of the State agency and SFAs with
regulations issued under the Act.

The report language accompanying the legislation
stated that intent of the legislation was for:

“[Tlhe Secretary to target management
evaluations primarily on local food
service authorities where there has been
demonstrated significant noncompliance
with program requirements.”

FNS published proposed regulations in December
1990 and received over 4,000 public comments. A
final rule which incorporated many of the
commenter's suggestions was published in July 1991.
Implementation is to begin on July 1, 19927

The final rule details a Coordinated Review Effort that
builds on the experiences of AIMS and Federal
reviews, audits conduded by GAO and USDA-OIG,
extensive State and local input, and public comment.
The objectives do not vary substantially from those
contained in AIMS.

The next two chapters discuss AIMS and the Federal
Review System in more detail.

10
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CHAPTER 2

The Assessment
Improvement and
Monitoring System (AIMS)

As discussed in Chapter One, AIMS was the first
regulatory effort to provide a systernatic framework for
monitoring local SFAs. The goals of AIMS were to
assess and improve school lunch program
management, monitor the use of Federal funds, and
protect the nutritional integrity of the meals served to
children. The system put in place some minimum
requirements, such as a four year review cycle in
which all participating SFAs receive a review. Each
year AIMS reviews between 5 and 10 percent of the
nearly 90,000 schools in the NSLP. Over the course of
the four year review cyde, States review about 30
percent of schools in the program.

AIMS regulations established four performance
standards for critical areas of meal service:

Certification — Within the SFA, each child’s
application for free and reduced price meals is
correctly approved or denied in accordance with the
applicable provisions of Part 245 of the National
School Lunch Program regulations.

Claims — The number of free and reduced price
meals claimed for reimbursement by each school are
equal to the number of meals served to children who
are correctly approved for free and for reduced price
meals, respectively, during the period.

Counting — The system used for counting and
recording meal totals, by type, yields correct claims for
reimbursement at both the SFA and school levels.

Components — Meals claimed for reimbursement
within the SFA contain food items as required by part
210.10 of the National School Lunch Program
regulations.

11
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SFAs and schools have the primary responsibility for
administering programs in 2 manner that meets the
AIMS performance standards. When an AIMS review
detects errors in meeting the performance standards
the State agency works with the SFA to meet standards
through a combination of technical assistance and
fiscal action (where funds paid in error are reclaimed).

State AIMS reviews generally follow the sequence of
the performance standards. The first major activity is
to review applications for the school and check the
system used to update the applications. States check
to see if the required information is included in the
application and whether the student is classified in the
correct eligibility status (free, reduced price, or paid).
In conducting the review, States have a choice to
review all applications or a valid sample of the
documents. Applications must include six items: the
child’s name, the social security number and signature
of an adult member of the household, household size,
gross household income and source (wages, uneamed
income, etc). Applications for children who qualify for
free meals based on their families’ participation in the
Food Stamp or Aid to Families with Dependent
Children Programs need only three items: the child's
name, the food stamp or AFDC case numbser, and the
signature of an adult household member. When direct
certification for free meals occurs by matching students
to Food Stamp and AFDC participation lists, there is
no application required. In this case the State reviews
the list of matches.

The second major activity is to examine the meal
count data from the claim to the State agency for the
month under review. The State agency compares total
student enrollment and attendance, the number of
children approved for free and reduced price meals
and the number of meals claimed by category for the
review month. This process enables reviewers to
recognize anomalies in meal counts from day to day
or over the course of a month. For example, if the
average daily number of free meals claimed exceeds
either the number of free applications or the number
of free applications adjusted to account for student
absences, a potential error may exist and the State
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